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The Honorable Bill Lee, Governor
Members of the General Assembly
Members of the Board of Directors
Mr. Mike Krause, Executive Director
Ladies and Gentlemen:
Transmitted herewith is the financial and compliance audit of the Tennessee Student Assistance
Corporation for the year ended June 30, 2019. You will note from the independent auditor’s report
that unmodified opinions were given on the fairness of the presentation of the financial statements.
Consideration of internal control over financial reporting and tests of compliance resulted in no
audit findings.
Sincerely,
Deborah V. Loveless, CPA, Director
Division of State Audit
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Opinions on the Financial Statements
The opinions on the financial statements are unmodified.

Audit Findings
The audit report contains no findings.

1

Independent Auditor’s Report
The Honorable Bill Lee, Governor
Members of the General Assembly
Members of the Board of Directors
Mr. Mike Krause, Executive Director

Report on the Financial Statements
We have audited the accompanying financial statements of the governmental activities and the
general fund of the Tennessee Student Assistance Corporation, a component unit of the State of
Tennessee, as of and for the year ended June 30, 2019, and the related notes to the financial
statements, which collectively comprise the corporation’s basic financial statements as listed in
the table of contents.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express
2

no such opinion. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinions. Tennessee statutes, in addition to audit responsibilities, entrust certain other
responsibilities to the Comptroller of the Treasury. Those responsibilities include serving as a
member of the board of directors of the Tennessee Student Assistance Corporation. We do not
believe that the Comptroller’s service in this capacity affected our ability to conduct an
independent audit of the Tennessee Student Assistance Corporation.
Opinions
In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities and the general fund of the
Tennessee Student Assistance Corporation as of June 30, 2019, and the respective changes in
financial position for the year then ended in accordance with accounting principles generally
accepted in the United States of America.
Other Matters
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 5 through 9; the schedule of TSAC’s proportionate
share of the net pension liability – Closed State and Higher Education Employee Pension Plan
within TCRS on page 34; the schedule of TSAC’s contributions – Closed State and Higher
Education Employee Pension Plan within TCRS on page 35; the schedule of TSAC’s proportionate
share of the net pension asset – State and Higher Education Employee Retirement Plan within
TCRS on page 36; the schedule of TSAC’s contributions – State and Higher Education Employee
Retirement Plan within TCRS on page 37; the schedule of TSAC’s proportionate share of the
collective total OPEB liability – Closed State Employee Group OPEB Plan on page 38; the
schedule of TSAC’s proportionate share of the collective total OPEB liability – Closed Tennessee
OPEB Plan on page 39; the budgetary comparison schedule – General Fund on page 40; and the
reconciliation of budget to GAAP on page 41 be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board, which considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing
the information and comparing the information for consistency with management’s responses to
our inquiries, the basic financial statements, and other knowledge we obtained during our audit of
the basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express
an opinion or provide any assurance.
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Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated May 12,
2020, on our consideration of the Tennessee Student Assistance Corporation’s internal control
over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on internal control over financial reporting
or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Tennessee Student Assistance Corporation’s
internal control over financial reporting and compliance.

Deborah V. Loveless, CPA, Director
Division of State Audit
May 12, 2020
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TENNESSEE STUDENT ASSISTANCE CORPORATION
Management’s Discussion and Analysis
This section of the Tennessee Student Assistance Corporation’s report presents a discussion and
analysis of the financial performance of the corporation during the fiscal year ended June 30, 2019,
with comparative information presented for the fiscal year ended June 30, 2018. This discussion
has been prepared by management along with the financial statements and related note disclosures
and should be read in conjunction with the independent auditor’s report, the audited financial
statements, and the accompanying notes. The financial statements, notes, and this discussion are
the responsibility of management.

Using This Report
This report consists of a series of financial statements. The statement of net position and the
statement of activities provide information about the activities of the corporation as a whole. The
balance sheet and the statement of revenues, expenditures, and changes in fund balance provide
financial information about the activities of the corporation’s general fund.

Government-wide Financial Analysis
The statement of net position presents the financial position of programs administered by the
corporation at the end of the fiscal year. It includes all assets, deferred outflows of resources,
liabilities, and deferred inflows of resources of the corporation. The difference between total assets
plus deferred outflows of resources and total liabilities plus deferred inflows of resources, equaling
net position, is an indicator of the corporation’s current financial condition.
The statement of activities presents the governmental activities occurring in the educational
programs administered by the corporation for the fiscal year.
Net Position
Assets
Current and other assets
Capital assets
Total assets
Deferred outflows of resources
Deferred outflows related to pensions
Deferred outflows related to OPEB
Total deferred outflows of resources
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6/30/2019

6/30/2018

$8,646,651
11,225
8,657,876

$9,146,549
29,338
9,175,887

1,134,961
84,071
1,219,032

1,371,530
51,801
1,423,331

Liabilities
Current and other liabilities
Noncurrent liabilities
Total liabilities
Deferred inflows of resources
Deferred inflows related to pensions
Deferred inflows related to OPEB
Total deferred inflows of resources
Net position
Investment in capital assets
Restricted net position
Unrestricted net position
Total net position

674,833
3,009,562
3,684,395

778,577
3,292,961
4,071,538

100,287
85,884
186,171

69,504
30,038
99,542

11,225
5,634,154
360,963
$6,006,342

29,338
5,502,125
896,675
$6,428,138

Some highlights of material assets and liabilities are as follows:


The total assets include notes receivable and interest receivable owed the corporation
from students having participated in one of the teaching loan/scholarship programs
administered by the corporation. Under these programs, students agree to meet certain
program conditions upon graduation. If those conditions are met, the loans are forgiven
based on a previously agreed-upon schedule; at any time the conditions are not met,
the loan then becomes due and payable.



The liabilities include accounts payable, current liabilities, and noncurrent liabilities,
which include pension and other postemployment benefits (OPEB).



The cash balance includes the payments from the primary government.



Unrestricted net position and current assets decreased due to an excess of total expenses
over total revenues.



There were no significant variances between amounts reported for fiscal year 2019 and
fiscal year 2018.

Unrestricted net position is available to the corporation for any lawful purpose of the corporation.
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Changes in Net Position
FYE 6/30/2019
Expenses
Grants
Payments to primary government
Administration
Loan/scholarship programs
Total expenses
Program revenues
Charges for services
Operating grants and contributions
General revenues
Payments from primary government
Total revenues
Increase (decrease) in net position
Net position - beginning
Cumulative effect of a change in accounting principle
Net position - ending

FYE 6/30/2018

$ 85,730,722
8,595,051
1,065,237
95,391,010

$ 104,797,996
18,000,000
8,139,298
1,958,534
132,895,828

6,702,902
466,738

4,588,888
6,146,771

87,799,574
94,969,214

124,449,857
135,185,516

(421,796)
6,428,138
$ 6,006,342

$

2,289,688
4,449,155
(310,705)
6,428,138

Some highlights of the revenues and expenses are as follows:


For governmental activities, expenses for education included grants made in the
Tennessee Student Assistance Awards (TSAA) and other education programs; costs
incurred by the corporation in administering the programs; and loans and interest
canceled for those students participating in the loan/scholarship programs who met the
requirements of those programs.



Also for governmental activities, revenues include state appropriations for programs
administered by the corporation.

For governmental activities, total expenses decreased $37,504,818 from fiscal year 2018 to fiscal
year 2019. Grant expenses increased from $104,797,996 for the year ended June 30, 2018, to
$85,730,722 for the year ended June 30, 2019, a decrease of $19,067,274, due to a decrease in
TSAA student awards. Loan/scholarship program expenses decreased from $1,958,534 for the
year ended June 30, 2018, to $1,065,237 for the year ended June 30, 2019, a decrease of $893,297
due to a decrease in the number of students fulfilling their loan/scholarship requirements. In
addition, due to the closing of the proprietary fund in the year ended June 30, 2018, an $18,000,000
payment to the primary government did not recur in the fiscal year ended June 30, 2019. The
corporation had a net $40,216,302 decrease in total revenue for fiscal year ended June 30, 2019.
The decrease is largely due to a decrease in payments from the State of Tennessee due to a lower
number of TSAA student awards and nonrecurring transactions related to the closing of the
proprietary fund during the fiscal year ended June 30, 2018. Administrative expenses increased
from $8,139,298 for the year ended June 30, 2018, to $8,595,051 for the year ended June 30, 2018,
an increase of $455,753. This increase in administrative expenses is due to hiring additional staff
for the eGRandS platform. The staff increase is due to Microsoft discontinuing their support of
the eGRandS platform. Microsoft discontinued their support of the platform on January 14, 2020.
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Balance Sheet – General Fund
The balance sheet presents the financial condition of programs for educational purposes
administered by the corporation at the end of the fiscal year. They include all current assets,
liabilities, and fund balances of the corporation.
Some highlights of the general fund balance sheet are as follows:


The notes and interest receivables include notes and interest due the corporation from
students having participated in one of the teaching loan/scholarship programs
administered by the corporation. Under these programs, students agree to meet certain
program conditions upon graduation. If those conditions are met, the loans are forgiven
based on a previously agreed-upon schedule; at any time the conditions are not met,
the loan then becomes due and payable.



Fund balance includes amounts for the loan/scholarship outstanding loans and
continuing appropriations for projects begun in the fiscal year but continuing into the
next fiscal year.

At June 30, 2019, and June 30, 2018, the general fund had total fund balances of $8,229,663 and
$8,603,512, respectively. Reconciliation of the total fund balance with the total net position
presented on the statement of net position is shown at the bottom of the balance sheet.

Statement of Revenues, Expenditures, and Changes in Fund Balances – General Fund
The statement of revenues, expenditures, and changes in fund balances presents the results of
operations for educational programs as administered by the corporation for the fiscal year.
Some highlights of the general fund statement of revenues, expenditures, and changes in fund
balance are as follows:


Revenues include state appropriations for programs administered by the corporation,
as well as the collection of loan principal and interest payments.



Expenditures include Tennessee Student Assistance Awards (TSAA) and other
education program awards made to students; administrative costs incurred by the
corporation; and loans and interest canceled for those students participating in the
loan/scholarship programs.

The total fund balance decreased by $373,849 for the fiscal year ended June 30, 2019, as revenues
were less than expenditures. Reconciliation of the change in net position presented on the
statement of activities with the change in fund balance is shown at the bottom of the statement of
revenues, expenditures, and changes in fund balance.
The corporation had a net $40,216,302 decrease in total revenue for the fiscal year ended June 30,
2019. The net decrease is due to a decrease in the TSAA grant awards and nonrecurring
transactions related to the closing of the proprietary fund during the fiscal year ended June 30,
8

2018. The corporation’s expenditures decreased $37,541,408 in the fiscal year ended June 30,
2019. Loan/scholarship programs expenditures decreased from $1,958,534 for the year ended
June 30, 2018, to $1,065,237 for the year ended June 30, 2019, a decrease of $893,297 that is due
to a decrease in the number of students fulfilling their loan/scholarship requirements.
Administrative expenditures increased from $8,127,941 for the year ended June 30, 2018, to
$8,547,105 for the year ended June 30, 2019, an increase of $419,614. This increase in
administrative expenses is due to hiring additional staff for the eGRandS platform. The staff
increase is due to Microsoft discontinuing their support of the eGRandS platform. Microsoft
discontinued their support of the platform on January 14, 2020. Grant expenditures related to the
TSAA decreased from $104,797,996 for the year ended June 30, 2018, to $85,730,722 for the year
ended June 30, 2019, a decrease of $19,067,274. This decrease is due to a lower number of
students who were offered the TSAA and received the award for the 2018–2019 academic year.
In addition, due to the closing of the proprietary fund in the year ended June 30, 2018, an
$18,000,000 payment to the primary government did not recur in the fiscal year ended June 30,
2019.

Budgetary Comparison for the Fiscal Year Ended June 30, 2019
For the period ended June 30, 2019, the amounts available for appropriation increased $3,315,981
over the original budget. The actual amounts available for appropriation fell short of the final
budgeted amounts available for appropriation by $18,018,267. Actual amounts available for
appropriation are less than the final budget due to a reduction in the number of Tennessee Student
Assistance Awards (TSAA).
The final budget for expenditures increased $1,628,072 over the original budget. The actual
expenditures decreased $15,956,509 over the final budget. The decrease is due to a lower number
of TSAA student awards.

Requests for Information
This financial report is designed to provide the State of Tennessee, the public, and other interested
parties an overview of the Tennessee Student Assistance Corporation’s activities and to show the
corporation’s accountability for conducting business in a fiscally responsible manner. If you have
questions about the report or require additional financial information, contact the Tennessee
Student Assistance Corporation at the following address:
Tennessee Student Assistance Corporation
312 Rosa L. Parks Ave., 9th Floor
Nashville, Tennessee 37219

9

TENNESSEE STUDENT ASSISTANCE CORPORATION
Statement of Net Position
June 30, 2019
Assets
Current assets:
Cash (Note 2)
Noncurrent assets:
Restricted assets:
Notes receivable (net of allowance of $2,091,346)
Interest receivable (net of allowance of $938,577)
Net pension asset (Note 4)
Capital assets, net (Note 3)
Total assets
Deferred outflows of resources
Deferred outflows related to pensions (Note 4)
Deferred outflows related to OPEB (Note 9)
Total deferred outflows of resources

$2,969,663
4,263,214
1,404,503
9,271
11,225
8,657,876
1,134,961
84,071
1,219,032

Liabilities
Current liabilities:
Accounts payable
Accrued liabilities
Payroll-related accruals
Due to primary government
Compensated absences
Total OPEB liability (Note 9)
Noncurrent liabilities:
Compensated absences
Net pension liability (Note 4)
Total OPEB liability (Note 9)
Total liabilities

174,861
53,972
153,562
25,322
216,750
50,366
209,099
2,085,588
714,875
3,684,395

Deferred inflows of resources
Deferred inflows related to pensions (Note 4)
Deferred inflows related to OPEB (Note 9)
Total deferred inflows of resources

100,287
85,884
186,171

Net position
Investment in capital assets
Restricted - loan programs (Note 6)
Restricted - net pension asset (Note 4)
Unrestricted
Total net position

11,225
5,624,883
9,271
360,963
$6,006,342

The notes to the financial statements are an integral part of this statement.
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TENNESSEE STUDENT ASSISTANCE CORPORATION
Statement of Activities
For the Year Ended June 30, 2019
Program Revenues
Operating
Charges for
Grants and
Services
Contributions

Net (Expense) Revenue and
Changes in Net Assets
Governmental
Activities

Functions/programs
Governmental activities:
Grants
Administration
Loan/scholarship programs
Total governmental activities

$ 85,730,722
8,595,051
1,065,237
95,391,010

$

6,702,902
6,702,902

$

466,738
466,738

$(85,730,722)
(1,892,149)
(598,499)
(88,221,370)

$ (85,730,722)
(1,892,149)
(598,499)
(88,221,370)

Total

$ 95,391,010

$

6,702,902

$

466,738

$ (88,221,370)

$ (88,221,370)

$87,799,574
87,799,574

$87,799,574
87,799,574

Expenses

General revenues:
Payments from primary
government
Total general revenues
Change in net position
Net position - beginning
Net position - ending

The notes to the financial statements are an integral part of this statement.
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(421,796)
6,428,138
$ 6,006,342

Total

(421,796)
6,428,138
$6,006,342

TENNESSEE STUDENT ASSISTANCE CORPORATION
Balance Sheet
General Fund
June 30, 2019
Assets
Cash (Note 2)
Receivables:
Notes receivable (net of allowance of $2,091,346)
Interest receivable (net of allowance of $938,577)
Total assets

$ 2,969,663
4,263,214
1,404,503
8,637,380

Liabilities
Accounts payable
Accrued liabilities
Payroll-related accruals
Due to primary government
Total liabilities

174,861
53,972
153,562
25,322
407,717

Fund balance (Note 6)
Restricted
Committed
Unassigned
Total fund balance

5,624,883
2,285,099
319,681
8,229,663

Total liabilities and fund balance

$ 8,637,380

Reconciliation of Balance Sheet to Statement of Net Position
Total fund balances
Compensated absences liability not reported in the fund
Total OPEB obligation (Note 9)
Net pension liability (Note 4)
Net capital assets (Note 3)
Net pension asset (Note 4)
Deferred outflows of resources (Note 4 and Note 9)
Deferred inflows of resources (Note 4 and Note 9)
Total net position

The notes to the financial statements are an integral part of this statement.
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$8,229,663
(425,849)
(765,241)
(2,085,588)
11,225
9,271
1,219,032
(186,171)
$6,006,342

TENNESSEE STUDENT ASSISTANCE CORPORATION
Statement of Revenues, Expenditures, and Changes in Fund Balance
General Fund
For the Year Ended June 30, 2019
Revenues
Grant revenue from primary government
Departmental services revenue
Interest income
Total revenues

$87,799,574
6,702,902
466,738
94,969,214

Expenditures
Grants expenditures
Administrative expenditures
Loan/scholarship programs
Total expenditures

85,730,722
8,547,105
1,065,236
95,343,063

Deficiency of revenues under expenditures
Fund balance – beginning
Fund balance – ending

(373,849)
8,603,512
$ 8,229,663

Reconciliation of Statement of Revenues, Expenditures, and
Changes in Fund Balance to Statement of Activities
Excess of revenues over expenditures
Excess of accrued compensated absences expense reported in the government-wide statements
over amounts paid for the compensated absences reported as expenditures in the general fund
OPEB expense not reported as expenditures in the general fund (Note 9)
Payments to the OPEB plan after measurement date reported as expenditures in the general fund,
but as a deferred outflow on government-wide statements
Pension expense not reported as expenditures in the general fund (Note 4)
Payments to the pension plan after measurement date reported as expenditures in the general
fund, but as a deferred outflow on government-wide statements (Note 4)
Change in net capital assets
Decrease in net position

The notes to the financial statements are an integral part of this statement.
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$(373,849)
(34,799)
(54,352)
47,262
(551,381)
563,436
(18,113)
$(421,796)

TENNESSEE STUDENT ASSISTANCE CORPORATION
Notes to the Financial Statements
June 30, 2019
Note 1. Summary of Significant Accounting Policies
Reporting Entity
The corporation is responsible for the administration of state grants and loans to students. The
corporation is a component unit of the State of Tennessee. Although it is a separate legal entity,
the majority of its board members are either appointed by the Governor or are state officials, and
the corporation’s budget is approved by the state. The corporation is fiscally accountable to the
state. The corporation is discretely presented in the Tennessee Comprehensive Annual Financial
Report, which is available on the state’s website at https://www.tn.gov/finance/rd-doa/fa-accfincafr.html.
Basis of Presentation
The financial statements have been prepared in accordance with accounting principles generally
accepted in the United States of America as prescribed by the Governmental Accounting Standards
Board (GASB).
Measurement Focus and Basis of Accounting – Government-wide Statements
The government-wide financial statements include the statement of net position and the statement
of activities, and they report information about the corporation as a whole. The government-wide
financial statements have been prepared using the economic resources measurement focus and the
accrual basis of accounting. Revenues are recorded when earned, and expenses are recorded when
a liability is incurred, regardless of the timing of related cash flows.
Measurement Focus and Basis of Accounting – General Fund Statements
The general fund is used to account for all financial transactions not required to be accounted for
in another fund. The fund financial statements for the general fund include the balance sheet and
the statement of revenues, expenditures, and changes in fund balances. The general fund financial
statements have been prepared using the current financial resources measurement focus and the
modified accrual basis of accounting. With this measurement focus, only current assets and
current liabilities are generally included on the balance sheet. Under the modified accrual basis of
accounting, revenues are recognized when they become susceptible to accrual; that is, when they
become both measurable and available to finance expenditures of the current period. The
corporation considers receivables collected within 60 days after year-end to be available and
recognizes them as revenues of the current year. Expenditures are recorded at the time fund
liabilities are incurred.
Restricted fund balance represents amounts where constraints placed on the resources are either
externally imposed, as is the case for the corporation, or imposed by law through constitutional
provisions or enabling legislation. Committed fund balance represents amounts that can be used
only for the specific purposes determined by a formal action of the government’s highest level of
decision-making authority. The corporation’s Board of Directors is the highest level of decision14

Notes to the Financial Statements (Continued)
making authority. The formal action that must be taken is the board’s approval of the commitment
of funds by a majority vote. The unassigned fund balance is the residual amount of the fund
balance not restricted or committed.
When both restricted and unrestricted resources are available for use, generally it is the
corporation’s policy to use the restricted resources first. Of the unrestricted resources, the
corporation considers that committed amounts would be reduced first and then unassigned amounts.
Pensions
For purposes of measuring the net pension liability (asset); deferred outflows of resources and
deferred inflows of resources related to pensions; and pension expenses, information about the
fiduciary net position of the Closed State and Higher Education Employee Pension Plan and the
State and Higher Education Employee Retirement Plan in the Tennessee Consolidated Retirement
System (TCRS) and additions to/deductions from the plan’s fiduciary net position have been
determined on the same basis as they are reported by the TCRS. For this purpose, benefits
(including refunds of employee contributions) are recognized when due and payable in accordance
with the benefit terms of the Closed State and Higher Education Employee Pension Plan and the
State and Higher Education Employee Retirement Plan. Investments are reported at fair value.
Compensated Absences
It is the corporation’s policy to permit employees to accumulate earned but unused vacation and
sick pay benefits. The corporation records the cost of sick leave when paid. Generally, since sick
leave (earned one day per month with unlimited accumulation) is paid only when an employee dies
or is absent because of illness, injury, or related family death, there is no liability for sick leave at
June 30. All vacation pay is accrued when earned in the government-wide financial statements.
Program Revenues
Program revenues include charges for services for interdepartmental revenues for administration
and interest earned on loan programs.
Capital Assets
Capital assets, which include telecommunications, video streaming equipment, and software, are
defined by the corporation as assets with an initial, individual cost of $5,000 or more. The
depreciation expense was charged to the governmental activities, administration function/program
of the primary government on the statement of activities.
Capital assets are depreciated/amortized on a straight-line basis over the following estimated
useful lives of the assets:
Description
Equipment
Software

Estimated Life
60 months
60 months

15

Notes to the Financial Statements (Continued)
Note 2. Cash
This classification includes demand deposits. The demand deposits are in the State Treasurer’s
Pooled Investment Fund. The fund is not rated by a nationally recognized statistical rating
organization. The State Pooled Investment Fund, which is administered by the State Treasurer, is
measured at amortized cost. The Pooled Investment Funds’ investment policies and required risks
disclosures are presented in the State of Tennessee Treasurer’s Report. That report is available on
the state’s website at https://www.treasury.tn.gov/ or by calling (615) 741-2956.

Note 3. Capital Assets
The corporation purchased a new telephone system during fiscal year ended June 30, 2015. The
historical cost of the asset was $75,551. Additional assets were purchased during fiscal year ended
June 30, 2016, with a historical cost of $15,018. There were no additional assets purchased or
disposed of during the fiscal year ended June 30, 2019. The assets will be depreciated over 60
months. The depreciation expense was charged to the governmental activities, administration
function/program of the primary government on the statement of activities.

Governmental activities
Capital assets, being depreciated:
Equipment
Less accumulated depreciation for:
Equipment
Capital assets, net

Fiscal Year Ended June 30, 2019
Beginning
Ending
Balance
Increases
Decreases
Balance
$ 90,569
(61,231)
$ 29,338

$

-

$

(18,113)
$ (18,113)

-

$

-

$ 90,569
(79,344)
$ 11,225

Note 4. Pension Plans
Closed State and Higher Education Employee Pension Plan
General Information About the Pension Plan
Plan description – State employees and higher education employees with membership in the
Tennessee Consolidated Retirement System (TCRS) before July 1, 2014, are provided with
pensions through the Closed State and Higher Education Employee Pension Plan. This plan is a
component of the Public Employee Retirement Plan, an agent, multiple-employer defined benefit
pension plan. The Closed State and Higher Education Employee Pension Plan stopped accepting
new membership on June 30, 2014, but will continue providing benefits to existing members and
retirees. Beginning July 1, 2014, a new agent defined benefit retirement plan, the State and Higher
Education Employee Retirement Plan, became effective for state employees and higher education
employees hired on or after July 1, 2014.
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The TCRS was created by state statute under Title 8, Chapters 34–37, Tennessee Code Annotated.
The TCRS Board of Trustees is responsible for the proper operation and administration of all
employer pension plans in the TCRS. The Tennessee Treasury Department, an agency in the
legislative branch of state government, administers the plans of the TCRS. The TCRS issues a
publicly available financial report that can be obtained at https://treasury.tn.gov/Retirement/Boardsand-Governance/Reporting-and-Investment-Policies.
Benefits provided – Title 8, Chapters 34–37, Tennessee Code Annotated, establishes the benefit
terms and can be amended only by the Tennessee General Assembly. Members of the Closed
State and Higher Education Employee Pension Plan are eligible to retire with an unreduced benefit
at age 60 with 5 years of service credit or after 30 years of service credit regardless of age. Benefits
are determined using the following formula:
Average of Member’s Highest
Compensation for 5 Consecutive
Years (up to Social Security
Integration Level)
Plus:
Average of Member’s Highest
Compensation for 5 Consecutive
Years (over Social Security
Integration Level)

x

x

1.50%

1.75%

x

Years of
Service
Credit

x

105%

x

Years of
Service
Credit

x

105%

A reduced early retirement benefit is available at age 55 and vested. Members are vested with 5
years of service credit. Service-related disability benefits are provided regardless of length of
service. Five years of service is required for non-service-related disability eligibility. The servicerelated and non-service-related disability benefits are determined in the same manner as a service
retirement benefit but are reduced 10% and include projected service credits. A variety of death
benefits are available under various eligibility criteria. Member and beneficiary annuitants are
entitled to automatic cost-of-living adjustments (COLAs) after retirement. A COLA is granted
each July for annuitants retired prior to July 2 of the previous year. The COLA is based on the
change in the consumer price index (CPI) during the prior calendar year, capped at 3%, and applied
to the current benefit. No COLA is granted if the change in the CPI is less than 0.5%. A 1%
COLA is granted if the CPI change is between 0.5% and 1%. A member who leaves employment
may withdraw their employee contributions, plus any accumulated interest.
Contributions – Contributions for state employees and higher education employees are established
in the statutes governing the TCRS and may only be changed by the Tennessee General Assembly.
Tennessee Student Assistance Corporation employees are non-contributory, as are most members in
the Closed State and Higher Education Employee Pension Plan. State and higher education agencies
make employer contributions at the rate set by the Board of Trustees as determined by an actuarial
valuation. By law, employer contributions for the Closed State and Higher Education Employee
Pension Plan are required to be paid. Employer contributions by the Tennessee Student Assistance
Corporation for the year ended June 30, 2019, to the Closed State and Higher Education Employee
Pension Plan were $556,182, which is 19.23% of covered payroll. The employer rate, when
17
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combined with member contributions, is expected to finance the costs of benefits earned by members
during the year, the cost of administration, and an amortized portion of any unfunded liability.
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows
of Resources Related to Pensions
Pension liability – At June 30, 2019, the Tennessee Student Assistance Corporation reported a
liability of $2,085,588 for its proportionate share of the net pension liability. The net pension liability
was measured as of June 30, 2018, and the total pension liability used to calculate the net pension
liability was determined by an actuarial valuation as of that date. The corporation’s proportion of
the net pension liability was based on a projection of the corporation’s contributions during the year
ended June 30, 2018, to the pension plan relative to the contributions of all participating state and
higher education agencies. At the June 30, 2018, measurement date, the corporation’s proportion
was 0.129106%. The proportion measured as of June 30, 2017, was 0.131990%.
Pension expense – For the year ended June 30, 2019, the Tennessee Student Assistance
Corporation recognized a pension expense of $547,968.
Deferred outflows of resources and deferred inflows of resources – For the year ended June 30,
2019, the corporation reported deferred outflows of resources and deferred inflows of resources
related to pensions from the following sources:

Differences between expected and actual experience
Net difference between projected and actual earnings
on pension plan investments
Changes in assumptions
Changes in proportionate share of net pension liability
Tennessee
Student
Assistance
Corporation’s
contributions subsequent to the measurement date of
June 30, 2018
Total

Deferred Outflows
of Resources
$ 188,404

Deferred Inflows
of Resources
$9,696

262,297
114,813

59,946
30,042

556,182

-

$1,121,696

$99,684

Deferred outflows of resources, resulting from the corporation’s employer contributions of $556,182
subsequent to the measurement date, will be recognized as a decrease in net pension liability in the
year ended June 30, 2020. Other amounts reported as deferred outflows of resources and deferred
inflows of resources related to pensions will be recognized in pension expense as follows:
Year Ended June 30
2020
2021
2022
2023
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$ 445,732
$ 209,401
$(150,813)
$ (38,490)
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In the table above, positive amounts will increase pension expense, while negative amounts will
decrease pension expense.
Actuarial assumptions – The total pension liability as of the June 30, 2018, actuarial valuation was
determined using the following actuarial assumptions, applied to all periods included in the
measurement:
Inflation

2.5%

Salary increases

Graded salary ranges from 8.72% to 3.46% based on age,
including inflation, averaging 4%

Investment rate of return

7.25%, net of pension plan investment expenses, including
inflation

Cost-of-living adjustment

2.25%

Mortality rates were developed by the actuary using the results of the actuarial experience study
performed for the period July 1, 2012, through June 30, 2016, and were adjusted for expected
future improvements in life expectancy. Mortality assumptions utilize the RP-2014 industry
standard base table adjusted for TCRS experience, with mortality improvement projected six years
beyond each actuarial valuation date.
The actuarial assumptions used in the June 30, 2018, actuarial valuation were based on the results
of an actuarial experience study performed for the period July 1, 2012, through June 30, 2016. The
demographic assumptions were adjusted to more closely reflect actual and expected future
experience.
The long-term expected rate of return on pension plan investments was established by the TCRS
Board of Trustees in conjunction with the June 30, 2016, actuarial experience study. This return
was selected from a range of values developed using historical market returns and future capital
market projections. The future capital market projections were produced using a building-block
method in which a best estimate of expected future real rates of return (expected returns, net of
pension plan investment expense and inflation) is developed for each major asset class. These best
estimates are combined to produce the future capital market projection by weighting the expected
future real rates of return by the target asset allocation percentage and by adding expected inflation
of 2.5%. The best estimates of geometric real rates of return and the TCRS investment policy
target asset allocation for each major asset class are summarized in the following table:
Long-term Expected
Real Rate of Return
5.69%
5.29%
6.36%
5.79%

Asset Class
U.S. equity
Developed market international equity
Emerging market international equity
Private equity and strategic lending
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Target Allocation
31%
14%
4%
20%
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U.S. fixed income
Real estate
Short-term securities

2.01%
4.32%
0.00%

20%
10%
1%
100%

The long-term expected rate of return on pension plan investments was established by the TCRS
Board of Trustees as 7.25% based on a comparison of historical market returns and future capital
market projections.
Discount rate – The discount rate used to measure the total pension liability was 7.25%. The
projection of cash flows used to determine the discount rate assumed that employee contributions
will be made at the current rate and that contributions from all state and higher education agencies
will be made at the actuarially determined contribution rate in accordance with the funding policy
of the TCRS Board of Trustees and as required to be paid by state statute. Based on those
assumptions, the pension plan’s fiduciary net position was projected to be available to make
projected future benefit payments of current active and inactive members. Therefore, the longterm expected rate of return on pension plan investments was applied to all periods of projected
benefit payments to determine the total pension liability.
Sensitivity of the proportionate share of net pension liability to changes in the discount rate – The
following presents the Tennessee Student Assistance Corporation’s proportionate share of the net
pension liability calculated using the discount rate of 7.25%, as well as what the corporation’s
proportionate share of the net pension liability would be if it were calculated using a discount rate
that is 1 percentage point lower (6.25%) or 1 percentage point higher (8.25%) than the current
rate:

Tennessee Student Assistance Corporation’s
proportionate share of the net pension liability

1%
Decrease
(6.25%)

Current
Discount Rate
(7.25%)

1% Increase
(8.25%)

$4,583,718

$2,085,588

$(16,829)

Pension plan fiduciary net position – Detailed information about the pension plan’s fiduciary net
position is available in a separately issued TCRS financial report at www.treasury.tn.gov/tcrs.
Payable to the Pension Plan
At June 30, 2019, the corporation reported a payable of $23,470 for the outstanding amount of
legally required contributions to the pension plan required for the year ended June 30, 2019.
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State and Higher Education Employee Retirement Plan
General Information About the Pension Plan
Plan description – State employees and higher education employees with membership in the
Tennessee Consolidated Retirement System (TCRS) before July 1, 2014, are provided with
pensions through the Closed State and Higher Education Employee Pension Plan, an agent plan
within the Public Employee Retirement Plan administered by the TCRS. TCRS is a multipleemployer pension plan. The Closed State and Higher Education Employee Pension Plan was
closed effective June 30, 2014, and covers employees hired before July 1, 2014. Employees hired
after June 30, 2014, are provided with pensions through a legally separate plan referred to as the
State and Higher Education Employee Retirement Plan, an agent plan within the Public Employee
Retirement Plan administered by the TCRS. The TCRS was created by state statute under Title 8,
Chapters 34–37, Tennessee Code Annotated.
The TCRS Board of Trustees is responsible for the proper operation and administration of all
employer pension plans in the TCRS. The Tennessee Treasury Department, an agency in the
legislative branch of state government, administers the plans of the TCRS. The TCRS issues a
publicly available financial report that can be obtained at https://treasury.tn.gov/Retirement/Boardsand-Governance/Reporting-and-Investment-Policies.
Benefits provided – Title 8, Chapters 34–37, Tennessee Code Annotated, establishes the benefit
terms and can be amended only by the Tennessee General Assembly. Members of the State and
Higher Education Employee Retirement Plan are eligible to retire at age 65 with 5 years of service
credit or pursuant to the rule of 90 in which the member’s age and years of service credit total 90.
Members are entitled to receive unreduced service retirement benefits, which are determined by a
formula multiplying the member’s highest 5 consecutive years’ average compensation by 1%
multiplied by the member’s years of service credit. A reduced early retirement benefit is available
at age 60 with 5 years of service credit or pursuant to the rule of 80 in which the member’s age
and years of service credit total 80. Service-related disability benefits are provided regardless of
length of service. Five years of service is required for non-service-related disability eligibility.
The service-related and non-service-related disability benefits are determined in the same manner
as a service retirement benefit but are reduced 10% and include projected service credits. A variety
of death benefits are available under various eligibility criteria.
Member and beneficiary annuitants are entitled to automatic cost-of-living adjustments (COLAs)
after retirement. A COLA is granted each July for annuitants retired prior to July 2 of the previous
year. The COLA is based on the change in the consumer price index (CPI) during the prior
calendar year, capped at 3%, and applied to the current benefit. No COLA is granted if the change
in the CPI is less than 0.5%. A 1% COLA is granted if the CPI change is between 0.5% and 1%.
A member who leaves employment may withdraw their employee contributions, plus any
accumulated interest.
Contributions – Contributions for state employees and higher education employees are established
in the statutes governing the TCRS and may only be changed by the Tennessee General Assembly.
Employees contribute 5% of their salary to the State and Higher Education Employee Retirement
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Plan. The Tennessee Student Assistance Corporation makes employer contributions at the rate set
by the Board of Trustees as determined by an actuarial valuation. By law, employer contributions
for the State and Higher Education Employee Retirement Plan are required to be paid. Employer
contributions by the corporation for the year ended June 30, 2019, to the State and Higher
Education Employee Retirement Plan were $7,254, which is 1.66% of covered payroll. The
employer rate, when combined with member contributions, is expected to finance the costs of
benefits earned by members during the year, the cost of administration, and an amortized portion
of any unfunded liability.
Pension Assets, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions
Pension asset – At June 30, 2019, the Tennessee Student Assistance Corporation reported an asset
of $9,271 for its proportionate share of the net pension asset. The net pension asset was measured
as of June 30, 2018, and the total pension liability used to calculate the net pension asset was
determined by an actuarial valuation as of that date. The corporation’s proportion of the net
pension asset was based on a projection of the corporation’s contributions during the year ended
June 30, 2018, to the pension plan relative to the contributions of all participating state and higher
education agencies. At the June 30, 2018, measurement date, the corporation’s proportion was
0.024035%. At the June 30, 2017, measurement date, the corporation’s proportion was
0.030684%.
Pension expense – For the year ended June 30, 2019, the corporation recognized a pension expense
of $3,413.
Deferred outflows of resources and deferred inflows of resources – For the year ended June 30,
2019, the corporation reported deferred outflows of resources related to pensions from the
following sources:

Differences between expected and actual experience
Net difference between projected and actual
earnings on pension plan investments
Changes in proportionate share of net asset
Changes in assumptions
Tennessee Student Assistance Corporation’s
contributions subsequent to the measurement date
of June 30, 2018
Total

Deferred Outflows
of Resources
$ 259

Deferred Inflows
of Resources
$ 155

5,437
315

448
-

7,254

-

$ 13,265

$ 603

Deferred outflows of resources, resulting from the corporation’s employer contributions of
$7,254 subsequent to the measurement date, will be recognized as a decrease in net pension
liability in the year ended June 30, 2020. Other amounts reported as deferred outflows of
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resources and deferred inflows of resources related to pensions will be recognized in pension
expense as follows:
Year Ended June 30
2019
2020
2021
2022
2023
Thereafter

$ 623
$ 614
$ 562
$ 670
$ 729
$ 2,210

In the table above, positive amounts will increase pension expense, while negative amounts will
decrease pension expense.
Actuarial assumptions – The total pension liability as of the June 30, 2018, actuarial valuation was
determined using the following actuarial assumptions, applied to all periods included in the
measurement:
Inflation

2.5%

Salary increases

Graded salary ranges from 8.72% to 3.46% based on age,
including inflation, averaging 4%

Investment rate of return

7.25%, net of pension plan investment expenses, including
inflation

Cost-of-living adjustment

2.25%

Mortality rates were developed by the actuary using the results of the actuarial experience study
performed for the period July 1, 2012, through June 30, 2016, and were adjusted for expected
future improvement in life expectancy. Mortality assumptions utilize the RP-2014 industry
standard base table adjusted for TCRS experience, with generational mortality improvement.
The actuarial assumptions used in the June 30, 2018, actuarial valuation were based on the results
of an actuarial experience study performed for the period July 1, 2012, through June 30, 2016.
The demographic assumptions were adjusted to more closely reflect actual and expected future
experience.
The long-term expected rate of return on pension plan investments was established by the TCRS
Board of Trustees in conjunction with the June 30, 2016, actuarial experience study. This return
was selected from a range of values developed using historical market returns and future capital
market projections. The future capital market projections were produced using a building-block
method in which a best estimate of expected future real rates of return (expected returns, net of
pension plan investment expense and inflation) is developed for each major asset class. These best
estimates are combined to produce the future capital market projection by weighting the expected
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future real rates of return by the target asset allocation percentage and by adding expected inflation
of 2.5%.
The best estimates of geometric real rates of return and the TCRS investment policy target asset
allocation for each major asset class are summarized in the following table:
Long-term Expected
Real Rate of Return
5.69%
5.29%
6.36%
5.79%
2.01%
4.32%
0.00%

Asset Class
U.S. equity
Developed market international equity
Emerging market international equity
Private equity and strategic lending
U.S. fixed income
Real estate
Short-term securities

Target Allocation
31%
14%
4%
20%
20%
10%
1%
100%

The long-term expected rate of return on pension plan investments was established by the TCRS
Board of Trustees as 7.25% based on a comparison of historical market returns and future capital
market projections.
Discount rate – The discount rate used to measure the total pension liability was 7.25%. The
projection of cash flows used to determine the discount rate assumed that employee contributions
will be made at the current rate and that contributions from all state and higher education agencies
will be made at the actuarially determined contribution rate in accordance with the funding policy
of the TCRS Board of Trustees and as required to be paid by state statute. Based on those
assumptions, the pension plan’s fiduciary net position was projected to be available to make
projected future benefit payments of current active and inactive members. Therefore, the longterm expected rate of return on pension plan investments was applied to all periods of projected
benefit payments to determine the total pension liability.
Sensitivity of the proportionate share of net pension asset to changes in the discount rate – The
following presents Tennessee Student Assistance Corporation’s proportionate share of the net
pension asset calculated using the discount rate of 7.25%, as well as what the corporation’s
proportionate share of the net pension asset would be if it were calculated using a discount rate
that is 1 percentage point lower (6.25%) or 1 percentage point higher (8.25%) than the current rate:
1% Decrease
(6.25%)
Tennessee Student Assistance Corporation’s
proportionate share of the net pension asset

$1,538

Current
Discount Rate 1% Increase
(7.25%)
(8.25%)
$9,271

$15,058

Pension plan fiduciary net position – Detailed information about the pension plan’s fiduciary net
position is available in a separately issued TCRS financial report at www.treasury.tn.gov/tcrs.
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Payable to the Pension Plan
At June 30, 2019, the corporation reported a payable of $316 for the outstanding amount of
contributions to the pension plan required at the year ended June 30, 2019.
Total Defined Pension Benefit Expense
The total pension expense for the year ended June 30, 2019, for both defined benefit pension plans
was $551,381.

Note 5. Deferred Compensation Plans
The Tennessee Student Assistance Corporation, through the State of Tennessee, offers employees
two deferred compensation plans, one established pursuant to Internal Revenue Code (IRC),
Section 457, and the other pursuant to IRC, Section 401(k). The plans are outsourced to thirdparty vendors and the administrative costs assessed by the vendors of these plans are the
responsibility of plan participants. Section 401(k) and Section 457 plan assets remain the property
of the contributing employees; therefore, they are not presented in the accompanying financial
statements. IRC Sections 401(k) and 457 establish participation, contribution, and withdrawal
provisions for the plans. Participation in the 457 plan is voluntary for employees. The Tennessee
Student Assistance Corporation provides up to a $50 monthly employer match for employees who
participate in the state’s 401(k) plan. Employees hired before July 1, 2014, voluntarily participate
in the state’s 401(k) plan. Pursuant to Public Chapter No. 259 of Public Acts of 2013, employees
hired after June 30, 2014, are automatically enrolled in the state’s 401(k) plan and contribute 2%
of their salary with the employer contributing an additional non-matching 5%. Employees may
opt out of the 2% auto-enrollment. Such contribution rates may only be amended by the Tennessee
General Assembly. There are certain automatic cost controls and unfunded liability controls in the
defined benefit plan where the employees participate that may impact the non-matching 5%
employer contribution to the 401(k) plan.
Employees are immediately vested in both the employee and employer contributions in both plans.
The IRC establishes maximum limits that an employee can contribute to these plans. The
employee may increase, decrease, or stop contributions at any time for either plan. The corporation
recognized a pension expense of $44,431 for employer contributions.

Note 6. General Fund – Specific Purposes of Restricted and Committed Fund Balance
Program
Restricted:
Minority Teaching Fellows Program
Graduate Nursing Loan Forgiveness
Tennessee Teaching Scholars Program
Rural Health Loan Forgiveness
Math/Science Loan Forgiveness
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June 30, 2019
$ 2,627,352
1,035,823
1,493,207
454,998
12,218
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Teacher/Loan Scholarship
Committed:
Drive to 55 Initiative
Unassigned
Total Fund Balance

1,285
2,285,099
319,681
$ 8,229,663

Note 7. Risk Management
It is the policy of the state not to purchase commercial insurance for the risks associated with
casualty losses for general liability, automobile liability, professional medical malpractice, and
workers’ compensation. The state’s management believes it is more economical to manage these
risks internally and set aside assets for claim settlement in its internal service fund, the Risk
Management Fund (RMF). The state purchases commercial insurance for real property, and crime
and fidelity coverage on the state’s officials and employees. For property coverage, the deductible
for an individual state agency is the first $25,000 of losses. The RMF is responsible for property
losses for the annual aggregate deductible of $7.5 million for perils other than earthquakes and
flood. Purchased insurance coverage is responsible for losses exceeding the $7.5 million annual
aggregate deductible. For earthquake and flood, there is a deductible of $10 million per
occurrence. The maximum insurance coverage is $750 million per year for perils other than
earthquake and flood. The maximum flood insurance coverage is $50 million per occurrence,
except there is only $25 million of coverage in flood zones A and V. The maximum earthquake
insurance coverage is $50 million per occurrence. The amounts of settlements have not exceeded
insurance coverage for each of the three past fiscal years.
The corporation participates in the Risk Management Fund. The fund allocates the cost of
providing claims servicing and claims payment by charging a premium to the corporation based
on a percentage of the corporation’s expected loss costs, which include both experience and
exposures. This charge considers recent trends in actual claims experience of the state as a whole.
An actuarial valuation is performed as of fiscal year-end to determine the fund liability and
premium allocation. Information regarding the determination of the claims liabilities and the
changes in the balances of the claims liabilities for the year ended June 30, 2019, is presented in
the Tennessee Comprehensive Annual Financial Report (CAFR). The CAFR is available on the
state’s website at https://www.tn.gov/finance/rd-doa/fa-accfin-cafr.html. Since the corporation
participates in the Risk Management Fund, it is subject to the liability by statute. The maximum
liability for general liability, automobile liability, and medical malpractice liability is $300,000 per
person and $1,000,000 per occurrence. Claims are paid through the state’s Risk Management
Fund. At June 30, 2019, the Risk Management Fund held $186 million in cash designated for
payment of claims.
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Note 8. Employee Group Insurance Fund
The state has also set aside assets in the Employee Group Insurance Fund, an internal service fund,
to provide a program of health insurance coverage for the employees of the state with the risk
retained by the state. The corporation participates in the Employee Group Insurance Fund. The
fund allocates the cost of providing claims servicing and claims payment by charging a premium
to the corporation based on estimates of the ultimate cost of claims, including the cost of claims
that have been reported but not settled and of claims that have been incurred but not reported.
Employees and providers have 13 months to file medical claims.

Note 9. Other Postemployment Benefits
Closed State Employee Group OPEB Plan
General Information About the OPEB Plan
Plan description – Employees of the Tennessee Student Assistance Corporation, who were hired
prior to July 1, 2015, and choose coverage, are provided with pre-65 retiree health insurance
benefits through the Closed State Employee Group OPEB Plan (EGOP) administered by the
Tennessee Department of Finance and Administration. This plan is considered to be a singleemployer defined benefit plan that is used to provide postemployment benefits other than pensions
(OPEB). This plan is closed to the employees of all participating employers that were hired on or
after July 1, 2015. The employers participating in this plan include the State of Tennessee (primary
government), the Tennessee Student Assistance Corporation, the Tennessee Housing
Development Agency, the University of Tennessee, and the institutions that make up the State
University and Community College System.
Benefits provided – The EGOP is offered to provide health insurance coverage to eligible retired
and disabled participants and is the only postemployment benefit provided to eligible pre-65
participants. Benefits are established and amended by an insurance committee created by Title 8,
Chapter 27, Part 201, Tennessee Code Annotated. All retirees and disabled employees of the
primary government and certain component units, who are eligible and choose coverage, and who
have not yet reached the age of 65, are enrolled in this plan. All members have the option of
choosing between the premier preferred provider organization (PPO) plan, the standard PPO plan,
or the wellness health savings consumer driven health plan (CDHP) for healthcare benefits.
Retired plan members receive the same plan benefits as active employees at a blended premium
rate that considers the cost of active employees. This creates an implicit subsidy for the retirees.
The retirees’ cost is then directly subsidized by the employers, based on years of service.
Therefore, retirees with 30 years of service are subsidized 80%; 20 but less than 30 years, 70%;
and less than 20 years, 60%. During the current measurement period, this plan was funded on a
pay-as-you-go basis, and there were no assets accumulating in a trust that meets the criteria of
paragraph 4 of GASB Statement 75. However, during the current fiscal year, the plan was
transitioned to a prefunding arrangement where assets will be accumulating in a qualifying trust.
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Contributions – Annually, an insurance committee, created in accordance with Title 8, Chapter 27,
Part 201, Tennessee Code Annotated, establishes the minimum required payments to the plan by
member employers and employees. Active members of the Employee Group Insurance Plan and
pre-age 65 retired members of the EGOP pay the same rate. Claims liabilities of the plans are
periodically computed using actuarial and statistical techniques to establish premium rates. While
the plan operated on a pay-as-you-go basis, employers made the minimum required payments for
retiree costs. However, once the plan transitioned to the prefunding arrangement through the
qualifying trust, employers began making contributions to the trust based on an actuarially
determined contribution rate (ADC). Employer contributions by the corporation for the year ended
June 30, 2019, to the EGOP were $50,366, which is 1.79% of covered-employee payroll.
Total OPEB Liability
Proportionate share – The Tennessee Student Assistance Corporation’s proportion and
proportionate share of the collective total OPEB liability related to the EGOP are 0.0552426% and
$765,241, respectively. The proportion existing at the prior measurement date was
0.0582275%. This resulted in a change of proportion of 0.0029849% between the current and
prior measurement dates. The corporation’s proportion of the collective total OPEB liability
was based on a projection of the long-term share of contributions to the OPEB plan relative
to the projected share of contributions of all participating employers, actuarially determined.
The collective total OPEB liability was determined by an actuarial valuation with a valuation
date of June 30, 2018, and measurement date of June 30, 2018.
Actuarial assumptions – The collective total OPEB liability in the June 30, 2018, actuarial
valuation was determined using the following actuarial assumptions, applied to all periods
included in the measurement, unless otherwise specified:
Inflation

2.25%

Salary increases

Graded salary ranges from 3.44% to 8.72% based on
age, including inflation, averaging 4%

Healthcare cost trend rates

6.75% for 2019, decreasing annually to an ultimate rate
of 3.91% for 2050 and later years

Retiree’s share of benefit-related costs

Members are required to make monthly contributions
in order to maintain their coverage. For the purpose of
this valuation, a weighted average has been used with
weights derived from the current distribution of
members among plans offered.

Unless noted otherwise, the actuarial demographic assumptions used in the June 30, 2018,
valuations were the same as those employed in the July 1, 2017, pension actuarial valuation of the
Tennessee Consolidated Retirement System (TCRS). These assumptions were developed by
TCRS based on the results of an actuarial experience study for the period July 1, 2012, through
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June 30, 2016. The demographic assumptions were adjusted to more closely reflect actual and
expected future experience. Mortality tables are used to measure the probabilities of participants
dying before and after retirement. The mortality rates employed in this valuation are taken from
the RP-2014 Healthy Participant Mortality Table for pre-retirement mortality and the RP-2014
Healthy Participant Mortality Table for Annuitants for non-disabled post-retirement mortality,
with mortality improvement projected to all future years using Scale MP-2016. Post-retirement
tables are Blue Collar and adjusted with a 2% load for males and a -3% load for females. Mortality
rates for impaired lives are the same as those used by TCRS and are taken from a gender distinct
table published in the IRS Ruling 96-7 for disabled lives with a 10% load.
Discount rate – The discount rate used to measure the total OPEB liability was 3.62%. This rate
reflects the interest rate derived from yields on 20-year, tax-exempt general obligation municipal
bonds, prevailing on the measurement date, with an average rating of AA/Aa as shown on the
Fidelity 20-Year Municipal General Obligation (GO) AA index.
Changes in assumptions – The discount rate was changed from 3.56%, as of the beginning of the
measurement period, to 3.62% as of June 30, 2018. This change in assumption decreased the
total OPEB liability. Additionally, the near-term health trend rates were changed from 5.4%,
5.3%, and 5.2% for plan years 2019 to 2021, respectively, to 6.75%, 6.25%, and 5.75%,
respectively. Further, the assumed initial per capita costs and premium amounts were revised to
reflect rates adopted for the 2019 plan year. These two changes in assumptions increased the total
OPEB liability.
Significant changes subsequent to the measurement date – During fiscal year 2019, the EGOP
transitioned from a pay-as-you-go funding arrangement to a prefunded arrangement where assets
would be deposited and accumulated in a qualifying trust, and benefits would be paid directly from
the trust assets. In the first year of this arrangement, participating employers made estimated total
contributions to the trust of $301.5 million. The trust had an estimated net position of $213.7
million at June 30, 2019. These plan assets will significantly reduce the net OPEB liability
recorded by employers for the year ended June 30, 2020.
Sensitivity of proportionate share of the collective total OPEB liability to changes in the discount
rate – The following presents the Tennessee Student Assistance Corporation’s proportionate share
of the collective total OPEB liability of the EGOP, as well as what the proportionate share of the
collective total OPEB liability would be if it were calculated using a discount rate that is 1
percentage point lower (2.62%) or 1 percentage point higher (4.62%) than the current discount
rate.

Proportionate share of the collective total
OPEB liability

1% Decrease
(2.62%)

Discount Rate
(3.62%)

1% Increase
(4.62%)

$816,419

$765,241

$717,079

Sensitivity of proportionate share of the collective total OPEB liability to changes in the healthcare
cost trend rate – The following presents the Tennessee Student Assistance Corporation’s
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proportionate share of the collective total OPEB liability of the EGOP, as well as what the
proportionate share of the collective total OPEB liability would be if it were calculated using a
healthcare cost trend rate that is 1 percentage point lower (5.75% decreasing to 2.91%) or 1
percentage point higher (7.75% decreasing to 4.91%) than the current healthcare cost trend rate:

Proportionate share of the collective total
OPEB liability

1% Decrease
(5.75%
decreasing to
2.91%)
$691,127

Healthcare Cost
Trend Rates
1% Increase
(7.75%
(6.75%
decreasing to decreasing to
4.91%)
3.91%)
$765,241

$851,897

OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related
to OPEB
OPEB expense – For the fiscal year ended June 30, 2019, the Tennessee Student Assistance
Corporation recognized OPEB expense of $54,352.
Deferred outflows of resources and deferred inflows of resources – For the year ended June 30,
2019, the Tennessee Student Assistance Corporation reported deferred outflows of resources and
deferred inflows of resources related to OPEB paid by the EGOP from the following sources:

Differences between actual and expected experience
Changes in assumptions
Changes in proportion and differences between
benefits paid and proportionate share of benefits
paid
Payments subsequent to the measurement date
Total

Deferred Outflows
of Resources
$
33,705

Deferred Inflows
of Resources
$27,354
24,428

50,366

34,102
-

$ 84,071

$ 85,884

Deferred outflows of resources resulting from the Tennessee Student Assistance Corporation’s
employer payment of $50,366 subsequent to the measurement date will be recognized as a
reduction in the total OPEB liability in the year ending June 30, 2019. Other amounts reported as
deferred outflows of resources and deferred inflows of resources related to OPEB paid by the
EGOP will be recognized in OPEB expense as follows:
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Year Ended June 30
2019
2020
2021
2022
2023
Thereafter

$(8,153)
(8,153)
(8,153)
(8,153)
(8,153)
$(11,414)

In the tables above, positive amounts will increase OPEB expense, while negative amounts will
decrease OPEB expense.
Closed Tennessee OPEB Plan
General Information About the OPEB Plan
Plan description – Employees of the Tennessee Student Assistance Corporation, who were hired
prior to July 1, 2015, and choose coverage, are provided with post-65 retiree health insurance
benefits through the Closed Tennessee OPEB Plan (TNP) administered by the Tennessee
Department of Finance and Administration. This plan is considered to be a multiple-employer
defined benefit plan that is used to provide postemployment benefits other than pensions (OPEB).
However, for accounting purposes, this plan will be treated as a single-employer plan. This plan
is closed to the employees of all participating employers that were hired on or after July 1, 2015.
The State of Tennessee (primary government), as well as the Tennessee Student Assistance
Corporation, the Tennessee Housing Development Agency, the University of Tennessee, and the
other institutions that make up the State University and Community College System, also
participate in this plan. This plan also serves eligible post-65 retirees of employers who participate
in the state-administered Teacher Group Insurance and Local Government Insurance Plans.
Benefits provided – The TNP is offered to help fill most of the coverage gaps created by Medicare
and is the only postemployment benefit provided to eligible post-65 retired and disabled employees
of participating employers. This plan does not include pharmacy. In accordance with Title 8,
Chapter 27, Part 209, Tennessee Code Annotated, benefits are established and amended by
cooperation of insurance committees created by Title 8, Chapter 27, Parts 201, 301, and 701,
Tennessee Code Annotated. Retirees and disabled employees of the state, component units, local
education agencies, and certain local governments who have reached the age of 65; are Medicare
eligible; and receive a benefit from the Tennessee Consolidated Retirement System may
participate in this plan. All plan members receive the same plan benefits at the same premium
rates. Many retirees receive direct subsidies toward their premium cost; however, participating
employers determine their own policy in this regard. The primary government contributes to the
premiums of component unit retirees based on years of service. Therefore, retirees with 30 years
of service receive $50 per month; 20 but less than 30 years, $37.50; and 15 but less than 20 years,
$25. The Tennessee Student Assistance Corporation does not provide any subsidies for retirees in
the TNP. The primary government paid $2,738 for OPEB as the benefits came due during the
reporting period. This plan is funded on a pay-as-you-go basis, and there are no assets
accumulating in a trust that meets the criteria of paragraph 4 of GASB Statement 75.
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In accordance with Title 8, Chapter 27, Part 209, Tennessee Code Annotated, the state insurance
committees established by Title 8, Chapter 27, Parts 201, 301, and 701, Tennessee Code
Annotated, determine the required payments to the plan by member employers and employees.
Claims liabilities of the plan are periodically computed using actuarial and statistical techniques
to establish premium rates. Administrative costs are allocated to plan participants.
Total OPEB Liability and OPEB Expense
Proportionate share – The primary government is entirely responsible for the TNP OPEB liability
associated with the Tennessee Student Assistance Corporation’s employees. The primary
government’s proportionate share of the total OPEB liability associated with the Tennessee
Student Assistance Corporation was $89,315. At the June 30, 2018, measurement date, the
proportion of the collective total OPEB liability associated with the Tennessee Student Assistance
Corporation was 0.051668%. The corporation’s proportion of the collective total OPEB liability
was based on a projection of the long-term share of contributions to the OPEB plan relative to the
projected share of contributions of all participating employers, actuarially determined. The
collective total OPEB liability was determined by an actuarial valuation with a valuation date of
June 30, 2018, and a measurement date of June 30, 2018.
Actuarial assumptions – The total OPEB liability in the June 30, 2018, actuarial valuation was
determined using the following actuarial assumptions and other inputs, applied to all periods
included in the measurement, unless otherwise specified:
Inflation

2.25%

Salary increases

Graded salary ranges from 3.44% to 8.72% based on age,
including inflation

Healthcare cost trend rates

The premium subsidies provided to retirees in the Closed
Tennessee OPEB Plan are assumed to remain unchanged from the
entire projection; therefore, trend rates are not applicable.

Unless noted otherwise, the actuarial demographic assumptions used in the June 30, 2018,
valuations were the same as those employed in the July 1, 2017, pension actuarial valuation of the
Tennessee Consolidated Retirement System (TCRS). These assumptions were developed by
TCRS based on the results of an actuarial experience study for the period July 1, 2012, through
June 30, 2016. The demographic assumptions were adjusted to more closely reflect actual and
expected future experience. Mortality tables are used to measure the probabilities of participants
dying before and after retirement. The mortality rates employed in this valuation are taken from
the RP-2014 Healthy Participant Mortality Table for Annuitants for non-disabled post-retirement
mortality, with mortality improvement projected to all future years using Scale MP-2016. Postretirement tables are Blue Collar and adjusted with a 2% load for males and a -3% load for females.
Mortality rates for impaired lives are the same as those used by TCRS and are taken from a gender
distinct table published in the IRS Ruling 96-7 for disabled lives with a 10% load.
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Discount rate – The discount rate used to measure the total OPEB liability was 3.62%. This rate
reflects the interest rate derived from yields on 20-year, tax-exempt general obligation municipal
bonds, prevailing on the measurement date, with an average rating of AA/Aa as shown on the
Fidelity 20-Year Municipal General Obligation (GO) AA index.
Changes in assumptions – The discount rate was changed from 3.56%, as of the beginning of the
measurement period, to 3.62% as of June 30, 2018. This change in assumption decreased the total
OPEB liability.
Sensitivity of proportionate share of the collective total OPEB liability to changes in the discount
rate – The following presents the primary government’s proportionate share of the Tennessee
Student Assistance Corporation’s related collective total OPEB liability, as well as what the
proportionate share of the collective total OPEB liability would be if it were calculated using a
discount rate that is 1 percentage point lower (2.62%) or 1 percentage point higher (4.62%) than
the current discount rate. The corporation does not report a proportionate share of the OPEB
liability for employees in the TNP.
Current
1% Decrease Discount Rate
(2.62%)
(3.62%)
Primary government’s proportionate share of the
collective total OPEB liability

$100,835

1% Increase
(4.62%)

$89,315

$79,639

OPEB expense – For the fiscal year ended June 30, 2019, the primary government recognized
OPEB expense of $77 for employees of the Tennessee Student Assistance Corporation
participating in the TNP.
Total OPEB Expense
The total OPEB expense for the year ended June 30, 2019, was $54,429, which consisted of OPEB
expense of $54,352 for the EGOP and $77 paid by the primary government for the TNP.

Note 10. On-behalf Payments
During the year ended June 30, 2019, the State of Tennessee made payments of $149,767 on behalf
of the corporation for retirees participating in the State Employee Group OPEB Plan and the
Closed Tennessee OPEB Plan. The State Employee Group OPEB Plan and the Closed Tennessee
OPEB Plan are postemployment benefit healthcare plans and are discussed further in Note 9. The
plan is reported in the Tennessee Comprehensive Annual Financial Report. The CAFR is available
on the state’s website at https://www.tn.gov/finance/rd-doa/fa-accfin-cafr.html.

Note 11. Commitments and Contingencies
Sick leave – The dollar amount of unused sick leave was $789,300 at June 30, 2019.
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TENNESSEE STUDENT ASSISTANCE CORPORATION
Required Supplementary Information
Schedule of TSAC’s Proportionate Share of the Net Pension Liability
Closed State and Higher Education Employee Pension Plan Within TCRS

2019
2018
2017
2016
2015

TSAC’s
Proportion of
the Net
Pension
Liability
0.129106%
0.131990%
0.122709%
0.109749%
0.107186%

TSAC’s
Proportionate
Share of the
Net Pension
Liability
$2,085,588
2,362,085
2,238,897
1,414,976
747,926

TSAC’s
Covered
Payroll
$2,987,596
3,166,489
2,995,959
2,865,791
2,961,490

Proportionate
Share of the
Net Pension
Liability as a
Percentage of
Covered
Payroll
69.81%
74.60%
74.73%
49.37%
25.26%

Plan
Fiduciary Net
Position as a
Percentage of
the Total
Pension
Liability
90.26%
88.80%
87.96%
91.26%
95.11%

To correspond with the measurement date, the amounts presented were determined as of June 30
of the prior fiscal year.
This is a 10-year schedule. However, the information in this schedule is not required to be
presented retroactively. Years will be added to this schedule in future fiscal years until 10 years
of information is available.

34

TENNESSEE STUDENT ASSISTANCE CORPORATION
Required Supplementary Information
Schedule of TSAC’s Contributions
Closed State and Higher Education Employee Pension Plan Within TCRS

2019
2018
2017
2016
2015
2014
2013
2012
2011
2010

TSAC’s
Contractually
Determined
Contributions
$556,182
563,759
475,607
450,293
430,729
445,112
372,830
346,205
343,962
283,839

TSAC’s
Contributions
Related to
Contractually
Determined
Contributions
$556,182
563,759
475,607
450,293
430,729
445,112
372,830
346,205
343,962
283,839

Contribution
Deficiency
(Excess)
$
-

TSAC’s
Covered
Payroll
$2,892,259
2,987,596
3,166,489
2,995,959
2,865,791
2,961,490
2,480,572
2,321,965
2,306,922
2,180,031

Contributions
as a Percentage
of TSAC’s
Covered
Payroll
19.23%
18.87%
15.02%
15.03%
15.03%
15.03%
15.03%
14.91%
14.91%
13.02%

To correspond with the reporting date, the amounts presented were determined as of June 30 of
the stated fiscal year.
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TENNESSEE STUDENT ASSISTANCE CORPORATION
Required Supplementary Information
Schedule of TSAC’s Proportionate Share of the Net Pension Asset
State and Higher Education Employee Retirement Plan Within TCRS

2019
2018
2017
2016

TSAC’s
Proportion of
the Net
Pension
Asset
0.024035%
0.030684%
0.086754%
0.094484%

TSAC’s
Proportionate
Share of the
Net Pension
Asset
$9,271
6,363
7,309
2,628

TSAC’s
Covered
Payroll
$534,035
555,268
408,279
102,890

Proportionate
Share of the
Net Pension
Asset as a
Percentage of
Covered
Payroll
1.74%
1.15%
1.79%
2.55%

Plan
Fiduciary Net
Position as a
Percentage of
the Total
Pension
liability
132.39%
131.51%
130.56%
142.55%

To correspond with the measurement date, the amounts presented were determined as of June 30
of the prior fiscal year.
This is a 10-year schedule. However, the information in this schedule is not required to be
presented retroactively. Years will be added to this schedule in future fiscal years until 10 years
of information is available.
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TENNESSEE STUDENT ASSISTANCE CORPORATION
Required Supplementary Information
Schedule of TSAC’s Contributions
State and Higher Education Employee Retirement Plan Within TCRS

2019
2018
2017
2016
2015

TSAC’s
Contractually
Determined
Contributions
$7,254
6,889
6,275
10,344
3,982

TSAC’s
Contributions
Related to
Contractually
Determined
Contributions
$7,254
6,889
6,275
10,344
3,982

Contribution
Deficiency
(Excess)
-

TSAC’s
Covered
Payroll
$436,978
534,035
555,268
408,279
102,890

Contributions
as a Percentage
of TSAC’s
Covered
Payroll
1.66%
1.29%
1.13%
2.53%
3.87%

This is a 10-year schedule. However, the information in this schedule is not required to be
presented retroactively. Years will be added to this schedule in future fiscal years until 10 years
of information is available.
To correspond with the reporting date, the amounts presented were determined as of June 30 of
the stated fiscal year.
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TENNESSEE STUDENT ASSISTANCE CORPORATION
Required Supplementary Information
Schedule of TSAC’s Proportionate Share
of the Collective Total OPEB Liability
Closed State Employee Group OPEB Plan
Corporation’s proportion of the collective total OPEB liability
Corporation’s proportionate share of the collective total OPEB
liability
Corporation’s covered-employee payroll
Corporation’s proportionate share of the collective total OPEB
liability as a percentage of covered-employee payroll

2019
0.0552426%
$ 765,241

2018
0.0582275%
$ 781,729

$2,818,758

$2,536,506

27.15%

30.82%

As of the measurement date, there were no assets accumulating in a trust that meet the criteria in
GASB Statement 75, paragraph 4, related to this OPEB plan.
The amounts reported for each fiscal year were determined as of the prior fiscal year-end.
This schedule is intended to display 10 years of information. Additional years will be displayed
as they become available.
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Required Supplementary Information
Schedule of TSAC’s Proportionate Share
of the Collective Total OPEB Liability
Closed Tennessee OPEB Plan
Corporation’s proportion of the collective total OPEB
liability
Corporation’s proportionate share of the collective total
OPEB liability
Primary government proportionate share of the collective
total OPEB liability
Total OPEB liability associated with the corporation
Corporation’s covered-employee payroll
Corporation’s proportionate share of the collective total
OPEB liability as a percentage of covered-employee
payroll

2019
0.00%
$

-

89,315
$ 89,315
$3,023,302

2018
0.00%
$

-

112,757
$ 112,757
$ 2,672,948

0.00%

0.00%

There are no assets accumulating in a trust that meet the criteria in GASB Statement 75, paragraph
4, related to this OPEB plan.
The amounts reported for each fiscal year were determined as of the prior fiscal year-end.
This schedule is intended to display 10 years of information. Additional years will be displayed
as they become available.
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TENNESSEE STUDENT ASSISTANCE CORPORATION
Required Supplementary Information
Budgetary Comparison Schedule
General Fund
For the Year Ended June 30, 2019
Budgeted Amounts
Original
Budgetary fund balance, July 1

$

8,603,512

Final
$

8,603,512

Actual Amounts
Budgetary
Basis (1)
$

8,603,512

Variance with
Final Budget
Positive
(Negative)
$

-

Resources (inflows):
Grant revenue from primary government
Departmental services revenue
Interest income

103,641,500
6,030,000
-

103,807,481
9,180,000
-

87,799,574
6,702,902
466,738

16,007,907
2,477,098
(466,738)

Amounts available for appropriation

118,275,012

121,590,993

103,572,726

18,018,267

Charges to appropriations (outflows):
Personal services
Employee benefits
Travel
Printing, duplicating, and film processing
Communication and shipping cost
Maintenance, repairs, and services
Professional and administrative services
Supplies
Rentals and insurance
Awards and indemnities
Grants and subsidies
Unclassified
Equipment
Computer related
Professional services

3,478,600
1,349,100
129,100
116,200
61,700
8,900
12,200
134,500
55,000
103,032,200
7,500
13,900
69,600
1,203,000

3,478,600
1,349,100
129,100
116,200
61,700
8,900
12,200
134,500
55,000
104,696,672
7,500
13,900
69,600
1,166,600

3,398,810
1,540,316
42,562
25,007
9,349
2,011
53,091
30,024
417,947
196
86,859,973
20,727
2,124,455
818,595

79,790
(191,216)
86,538
91,193
52,351
6,889
(40,891)
104,476
(362,947)
(196)
17,836,699
(13,227)
13,900
(2,054,855)
348,005

Total charges to appropriations

109,671,500

111,299,572

95,343,063

15,956,509

8,603,512

$ 10,291,421

Budgetary fund balance, June 30

$

(1) –GAAP (i.e., modified accrual) serves as the budgetary basis of accounting.
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$

8,229,663

$ (2,061,758)

TENNESSEE STUDENT ASSISTANCE CORPORATION
Required Supplementary Information
Reconciliation of Budget to GAAP
Notes to the Required Supplementary Information
For the Fiscal Year Ended June 30, 2019
Explanation of differences between budgetary inflows and outflows and GAAP revenues and
expenditures:
General Fund
Sources of financial revenues
Actual amounts (budgetary basis)

$103,572,726

Differences – budget to GAAP:
The fund balance at the beginning of the fiscal year is a budgetary
resource but is not a current-year revenue for financial statement
purposes

(8,603,512)

Total revenues as reported on the statement of revenues, expenditures,
and changes in fund balance – general fund

$94,969,214

Uses of financial resources
Actual amounts (budgetary basis)

$95,343,063

Total expenditures as reported on the statement of revenues,
expenditures, and changes in fund balance – general fund

$95,343,063

41

Independent Auditor’s Report on Internal Control Over
Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed in
Accordance With Government Auditing Standards
The Honorable Bill Lee, Governor
Members of the General Assembly
Members of the Board of Directors
Mr. Mike Krause, Executive Director
We have audited the financial statements of the governmental activities and the general fund for
the Tennessee Student Assistance Corporation as of and for the year ended June 30, 2019, and the
related notes to the financial statements, which collectively comprise the corporation’s basic
financial statements, and have issued our report thereon dated May 12, 2020. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting
In planning and performing our audit of the financial statements, we considered the corporation’s
internal control over financial reporting (internal control) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the
corporation’s internal control. Accordingly, we do not express an opinion on the effectiveness of
the corporation’s internal control.
A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.
Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
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material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Tennessee Student Assistance
Corporation’s financial statements are free from material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements,
noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not
an objective of our audit, and accordingly, we do not express such an opinion. The results of our
tests disclosed no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards.

Purpose of This Report
The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Deborah V. Loveless, CPA, Director
Division of State Audit
May 12, 2020
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